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At the conception of its first store in 1962, Target was just a small part of a much larger 


© 

company, Dayton Hudson Corporation. Built on the founder's belief in stewardship and excellent 
Service, Target quickly grew in renown and was trusted for its dependable products. In 2000, Target 
grew to encompass the entirety of the Dayton Hudson Corporation. By this time, the vast majority of 
the corporation's sales came from Target Stores. Target would only continue to grow into the 
superstore we all know and love (Target Corporations, n.d.). 

Today, Target covers all of the major consumer markets like apparel, entertainment, home 
goods, food Service, and groceries. The three things that made Target a successful company are its 
Vision, brand image, and company partnerships. 


Target's Current Leadership 

Brian Cornell 

Chief Executive Officer 

Brian is the CEO of Target Corp. He is responsible for Target's global business, 
including the company's more than 1,800 U.S. Stores, digital properties and 323,000 
team members. 

0 John J. Mulligan 

Chief Operating Officer 

John is the CFO of Target Corp. His responsibilities include Stores, Target's global 
supply chain, merchandising operations, properties and flight Services. 




Rick Gomez 

Chief Marketing and Digital Officer 

Rick is responsible for overseeing marketing and media strategy, Creative, guest 
research, loyalty, and corporate responsibility efforts. 
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Melissa Kremer 

Chief Human Resources Officer 

Melissa leads all aspect of HR for Target's global team of 350,000 team members, 
from recruitment, development, to diversity and inclusion. 



Michael E. McNamara 

Chief Information Officer 

Michael is responsible for the strategic direction and management of the enterprise 
technology systems that elevate the shopping experience for Target's guests. 



Cathy R. Smith 

Chief Financial Officer 

Cathy is responsible for Target's Financial and Retail Services Business. 



Mark Tritton 

Chief Merchandising Officer 

Mark is responsible for overseeing all of Target's enterprises buying, sourcing, product 
design and development, visual merchandising operations. 



Don H. Liu 

Chief Legal and Risk Officer 

Don oversees all legal, risk and compliance, corporate governance and government 
affairs matters for the company. 
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Stephanie Lundquist 

President of Food and Beverage 

Stephanie oversees merchandising and operations for food and beverage, which 
includes strategy development and implementation. 



Janna Potts 

Chief Stores Office r 

Janna is responsible for leading more than 300,000 team members and operating 
more than 1,800 Stores. 



Minsok Pak 

Chief Strategy and Innovation Officer 

Minsok oversees Target's enterprise strategy and innovation efforts, with the goal of 
enhancing the guest experience and accelerating company growth. 


& 


Laysha Ward 

Chief External Engagement Officer 

Laysha leads Target's enterprise-wide approach to actively engage and deepen 
relationships with external stakeholders to drive positive business impact. 
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Target's Key To Success 
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The culmination of Target's success was possible because of the Vision from which the 
company was founded. This Vision encompasses three variables that continue to shape and ensure 
Target's success, brond image, lifestyle products, and connecting with consumers. 


hEy To Success 


® BraNd iMagE 



Branding is a key component in any successful business venture. It defines the quality of 
resources and Services, credibility, and experience consumers come to expect from a brand 
(Goodson, 2012). Over the years, Target has continued to connect with consumers on these 
categories because the early Target leadership, particularly Robert Urich understood that when 
connecting with consumers, image is everything. Robert Urich worked for Target for 23 years, of 
which 14 of those were spent as Target's CEO. By the time of his retirement in 2008, Target was 
ranked higher on the Fortune 500 than Microsoft, Pfizer, Cisco Systems, and PepsiCo (Reingold, 
2008). Many credit Robert's success with Target to his continuous effort to keeping the success of 
the company away from any one individual and always keeping matters 'about the brand.' By 
focusing on brand image during Urich's tenure, Target was catapulted into one of the most 
recognizable brands in the U.S. 
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"90% of U.S. preschoolers' were able to demonstrate 
product knowledge when presented with the Target logo." 


Target has become as instantly recognizable as the McDonald's arches or the Coca-Cola label. 
In a recent study that focused on surveying U.S preschoolers' recognition of brand logos, 90% of 
preschoolers' demonstrated product knowledge and over 80% recalled brand name when they were 
shown Target's iconic bullseye logo (Kinsky & Bichard, 2011). A recent survey of U.S adults found that 
97% of Americans recognize Target's logo (Reingold, 2008). In addition, Target's slogan, "Expect 
More. Pay Less." has also reinforced brand image among consumers as Target will match the price of 
select online competitors, or in competitor's local print ad within 14 days after purchase (Target 
Corporation, n.d.). Furthermore, Bullseye the Target mascot provides a friendly face for the 
company. 

In 2017 Target spent $1.4 billion on its marketing efforts to strategically connect with 
consumers (Target Corporation, 2017). Unlike their competitors, Target takes a highly Creative 
approach with their marketing and promotion efforts, as they keep on retainer a highly experienced 
and skillful, secret team of people from all ages, backgrounds, expertise, and nationalities to provide 
their input on various marketing initiatives (Reingold, 2008). These initiatives focus on ensuring that 
Target is connecting with consumers by differentiating the company from its competitors by the 
quality and image of the products in their Stores. 

Target recently added 12 new private label brands to their Stores. These brands were 
marketed as lifestyle brands that focused on modern-meets-classic men's clothing, modern home 
decor, a versatile mix-and-match women's brand, and a street-fashion-inspired activewear brand. In 
addition, it also added 'adaptive apparel' products under their current Cat & Jack label that are made 
for kids and toddlers living with disabilities. (Target Corporation, n.d.). These brands are used by 
Target to connect with consumers on an emotional level. 
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Target's Revenue and Sales 
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Target's revenue and sales hovered around 70B since 2015. In 2015, Target revenue and sales 
was $75.62B. In 2016, it was $73.79B. In 2017, $69.5B and in 2018, $72.71B. This year, revenue and 
sales are projected in the neighborhood of $75.36B. 
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Target's Competitors 

Target's main U.S. competitors are: Costco Wholesale Corporation, Kohl's Corporation, Macy's 
Inc, Sears Hometown and Outlet Stores, Inc., Burlington Stores, Inc., and Walmart Inc. Other U.S. 
competitors include: Big Lots, Inc., DollarTree, Inc., and 99C Stores Inc. Target's biggest International 
competitors include Marks & Spencer (U.K.), Isetan Mitsukoshi (Japan), and El Corte Ingles (Spain). 
(Kuang, 2018; Nasdaq, 2019; Farfan, 2019). 

Consumer disposable income significantly influences sales. The general economy's overall 
health often correlates closely with retail sales and profitability for discount retailers such as Target. 
Future growth for these companies depends on the ability to thrive under highly competitive 
conditions, forcing retailers to think smart Creative strategies to retain a market presence. Consumer 
income demographics plays a huge role is which of these companies gets higher sales. Though all of 
these Stores sell similar products, each employs a different strategy to maintain or improve its place 
in the market. Costco, for instance, appeals to a more affluent consumer population. It's bulk-deals 
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attract people who want a bargain in the long run, but who can also spend big dollars when shopping. 
Companies like Walmart use low prices to attract lower-income families and people looking for cheap 
supplies. Target, on the other hand, uses several tactics to attract both high and low income 
consumers as well as the middle range (Kuang, 2018). 

Looking Ahead: Target's Challenges and New Frontiers 

As of 2018, the primary challenges for Target Corporation were a decrease in overall sales and 
a lingering public relations issue from 2013 when a data breach occurred and millions of customer 
accounts were exposed. As for Solutions, the company is betting on a corporate investment campaign 
to increase sales and fiil gaps in its annual financial statement. This investment is projected to double 
small-format Stores and increase the value of its grocery department by lower prices to better 
compete with Kroger and Walmart grocery products. 


"It's really wonderful to watch their excitement grow as 
they explore the aisles, discovering new products and 
interacting with the team" 


For the past couple years. Target is planning a major venture to remodel more than 1,000 of 
its Stores across the country by 2020. Target did extensive research about its customers, and each 
store will be remodeled to meet the taste and needs of its respective customers. These next- 
generations Stores make shopping more of an exciting experience, with enhanced digital and 
technological features, elevated merchandise presentations, fulfillment Services, and more. Shannon 
Wolford, store team leader at the new Richmond, Texas location, said in a press release. "The best 
part is seeing guests walk through our doors and experience all the new features the first time. It's 
really wonderful to watch their excitement grow as they explore the aisles, discovering new products 
and interacting with the team." Excellent healthcare is also a new priority of the Target Corporation. 
In 2014, Target partnered with Kaiser Permanente to engage in new markets and provide in more 
ways for local communities. 
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Financial Summary 



Target 2017 Annual Fteport 




2017 « 


2016 


2015 


2014 


2013 

FINANCIAL RESULTS: (in millions) 

Sales ^ 

$ 

71,879 

$ 

69,495 

$ 

73,785 

$ 

72,618 

$ 

71,279 

Cost of sales (c) 


51,125 


49,145 


52,241 


51,506 


50,243 

Gross margin 


20,754 


20,350 


21,544 


21,112 


21,036 

Selling, general and administrative expenses (SG&A) 


14,248 


13,356 


14,665 


14,676 


14,465 

Depreciation and amortization (exclusive of depreciation included 
on cost of sales) (c) 


2,194 


2,025 


1,969 


1,901 


1,792 

Gain on sale w 


- 


- 


(620) 


- 


(391) 

Earnings from continuing operations before interest expense and 
income taxes (EBIT) 


4,312 


4,969 


5,530 


4,535 


5,170 

Net interest expense (e) 


666 


1,004 


607 


882 


1,049 

Earnings from continuing operations before income taxes 


3,646 


3,965 


4,923 


3,653 


4,121 

Provision for income taxes w 


718 


1,296 


1,602 


1,204 


1,427 

Net earnings from continuing operations 


2,928 


2,669 


3,321 


2,449 


2,694 

Discontinued operations, net of tax 


6 


68 


42 


(4,085) 


(723) 

Net earnings / (loss) 

$ 

2,934 

$ 

2,737 

$ 

3,363 

$ 

(1,636) 

$ 

1,971 

PERSHARE: 

Basic earnings / (loss) per share 

Continuing operations 

$ 

5.35 

$ 

4.62 

$ 

5.29 

$ 

3.86 


$4.24 

Discontinued operations 


0.01 


0.12 


0.07 


(6.44) 


m 

Net earnings / (loss) per share 

$ 

5.36 

$ 

4.74 

$ 

5.35 

$ 

(2.58) 

$ 

3.10 

Diluted earnings / (loss) per share 

Continuing operations 

$ 

5.32 

$ 

4.58 

$ 

5.25 

$ 

3.83 

$ 

4.20 

Discontinued operations 


0.01 


0.12 


0.07 


(6.38) 


(1.13) 

Net earnings / (loss) per share 

$ 

5.33 

$ 

4.70 

$ 

5.31 

$ 

(2.56) 

$ 

3.07 

Cash dividends declared 

$ 

2.46 

$ 

2.36 

$ 

2.20 

$ 

1.99 

$ 

1.65 

FINANCIAL POSITION: (in millions) 

Total assets 

$ 

38,999 

$ 

37,431 

$ 

40,262 

$ 

41,172 

$ 

44,325 

Capital expenditures (9) 

$ 

2,533 

$ 

1,547 

$ 

1,438 

$ 

1,786 

$ 

1,886 

Long-term debt, including current portion ® 

$ 

11,587 

$ 

12,749 

$ 

12,760 

$ 

12,725 

$ 

12,494 

Net debt (g)(h) 

$ 

10,456 

$ 

11,639 

$ 

9,752 

$ 

11,205 

$ 

12,491 

Shareholders’ investment 

$ 

11,709 

$ 

10,953 

$ 

12,957 

$ 

13,997 

$ 

16,231 

SEGMENT FINANCIAL RATIOS:» 











Comparable sales growth ® 


1.3% 


(0.5)% 


2.1% 


1.3% 


(0.4)% 

Gross margin (% of sales) (c) 


28.9% 


29.3 % 


29.2% 


29.1% 


29.5% 

SG&A (% of sales) 


19.8% 


19.2 % 


19.6% 


20.0% 


20.2% 

EBIT margin (% of sales) 

OTHER: 


6.0% 


7.1 % 


6.9% 


6.5% 


6.8% 

Common shares outstanding (in millions) 


541.7 


556.2 


602.2 


640.2 


632.9 

Operating cash flow provided by continuing operations (in millions) 

$ 

6,849 

$ 

5,329 

$ 

5,254 

$ 

5,157 

$ 

7,572 

Sales per square foot m 

$ 

295 

$ 

290 

$ 

307 

$ 

302 

$ 

298 

Retail square feet (in thousands) (9) 


239,355 


239,502 


239,539 


239,963 


240,054 

Square footage growth (g) 


(0.1)% 


-% 


(0.2)% 


-% 


0.9% 

Total number of Stores ^ 


1,822 


1,802 


1,792 


1,790 


1,793 

Total number of distribution centers® 


41 


40 


40 


38 


37 
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Consolidated Statements of Financial Position 
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{millions, except footnotes) 

February 3, 
2018 

January 28, 
2017 

Assets 



Cash and cash equivalents 

$ 2,643 $ 

2,512 

Inventory 

8,657 

8,309 

Other current assets 

1,264 

1,169 

Total current assets 

12,564 

11,990 

Property and equipment 



Land 

6,095 

6,106 

Buildings and improvements 

28,396 

27,611 

Fixtures and equipment 

5,623 

5,503 

Computer hardware and Software 

2,645 

2,651 

Construction-in-progress 

440 

200 

Accumulated depreciation 

(18,181) 

(17,413) 

Property and equipment, net 

25,018 

24,658 

Other noncurrent assets 

1,417 

783 

Total assets 

$ 38,999 $ 

37,431 

Liabitities and shareholders' investment 



Accounts payable 

$ 8,677 $ 

7,252 

Accrued and other current liabilities 

4,254 

3,737 

Current portion of long-term debt and other borrowings 

270 

1,718 

Total current liabilities 

13,201 

12,707 

Long-term debt and other borrowings 

11,317 

11,031 

Deferred income taxes 

713 

861 

Other noncurrent liabilities 

2,059 

1,879 

Total noncurrent liabilities 

14,089 

13,771 

Shareholders' investment 



Common stock 

45 

46 

Additional paid-in Capital 

5,858 

5,661 

Retained earnings 

6,553 

5,884 

Accumulated other comprehensive loss 

(747) 

(638) 

Total shareholders' investment 

11,709 

10,953 

Total liabilities and shareholders' investment 

$ 38,999 $ 

37,431 


Common Stock Authorized 6.000,000,000 shares. $0,0833 parvalue; 541,681,670 shares issued and outstanding at February 3,2018; 556,156,225 
shares issued and outstanding at January 28, 2017. 

Preferred Stock Authorized 5,000,000 shares, $0 01 parvalue; no shares were issued or outstanding at February 3, 2018 or January 28, 2017. 
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Consolidated Statements of Comprehensive Income 



(millions) 

2017 

2016 

2015 

Net earnings $ 

Other comprehensive income/(loss), net of tax 

2,934 $ 

2,737 $ 

3,363 

Pension and other benefit liabilities, net of tax provision / (benefit) of 
$12. $(9), and $(18) 

2 

(13) 

(27) 

Currency translation adjustment and cash flow hedges, net of provision 
for taxes of $4, $2, and $2 

6 

4 

(3) 

Other comprehensive income/(loss) 

8 

(9) 

(30) 

Comprehensive income $ 

2,942 $ 

2,728 $ 

3,333 


Consolidated Statements of Shareholders' Investment 


(millions) 

Common 

Stock 

Shares 

Stock 

Par 

Value 

Additional 

Paid-in 

Capital 

Accumulated Other 
Retained Comprehensive 

Earnings (Loss) / Income 

Total 

January 31.2015 

640.2 $ 

53 $ 

4,899 

$ 9,644 $ 

(599)$ 13,997 

Net earnings 

— 

— 

— 

3,363 

— 

3,363 

Other comprehensive loss 

— 

— 

— 

— 

(30) 

(30) 

Dividends declared 

— 

— 

— 

(1,378) 

— 

(1,378) 

Repurchase of stock 

(44.7) 

(4) 

— 

(3,441) 

— 

(3,445) 

Stock options and awards 

6.7 

1 

449 

— 

— 

450 

January 30, 2016 

602.2 $ 

50 $ 

5,348 

$ 8,188 $ 

(629)$ 12,957 

Net earnings 

— 

— 

— 

2,737 

— 

2,737 

Other comprehensive loss 

— 

— 

— 

— 

(9) 

(9) 

Dividends declared 

— 

— 

— 

(1,359) 

— 

(1,359) 

Repurchase of stock 

(50.9) 

(4) 

— 

(3,682) 

— 

(3,686) 

Stock options and awards 

4.9 

— 

313 

— 

— 

313 

January 28, 2017 

556.2 $ 

46 $ 

5,661 

$ 5,884 $ 

(638)$ 10,953 

Net earnings 

— 

— 

— 

2,934 

— 

2,934 

Other comprehensive income 

— 

— 

— 

— 

8 

8 

Dividends declared 

— 

— 

— 

(1,356) 

— 

(1,356) 

Repurchase of stock 

(17.6) 

d) 

— 

(1.026) 

— 

(1,027) 

Stock options and awards 

3.1 

— 

197 

— 

— 

197 

Reclassification of tax effects to 







retained earnings (a) 

— 

— 

— 

117 

(117) 

— 

February 3, 2018 

541.7 $ 

45 $ 

5,858 

$ 6,553 $ 

(747)$ 11,709 


(«) 
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Consolidated Statements of Cash Flows 


(millions) 

2017 

2016 

2015 

Operating activities 

Net earnings 

$ 2,934 $ 

2,737 $ 

3,363 

Earningsfrom discontinued operations, net of tax 

6 

68 

42 

Net earnings from continuing operations 

2,928 

2,669 

3,321 

Adjustments to reconcile net earnings to cash provided by operations: 

Depreciation and amortization 

2,445 

2,298 

2,213 

Share-based compensation expense 

112 

113 

115 

Deferred income taxes 

(192) 

41 

(322) 

Gain on sale 

— 

— 

(620) 

Loss on debt extinguishment 

123 

422 

— 

Noncash (gains)/losses and other, net 

192 

(21) 

57 

Changes in operating accounts: 

Inventory 

(348) 

293 

(316) 

Other assets 

(168) 

30 

221 

Accounts payable 

1,307 

(166) 

(362) 

Accrued and other liabilities 

450 

(350) 

947 

Cash provided by operating activities—continuing operations 

6,849 

5,329 

5,254 

Cash provided by operating activities—discontinued operations 

74 

107 

704 

Cash provided by operations 

6,923 

5,436 

5,958 

Investing activities 

Expenditures for property and equipment 

(2,533) 

(1,547) 

(1,438) 

Proceeds from disposal of property and equipment 

31 

46 

28 

Proceeds from sale of businesses 

— 

— 

1,875 

Cash paid for acquisitions, net of cash assumed 

(518) 

— 

— 

Other investments 

(55) 

28 

24 

Cash (required for) / provided by investing activities—continuing operations 

(3,075) 

(1,473) 

489 

Cash provided by investing activities—discontinued operations 

— 

— 

19 

Cash (reguired for) / provided by investing activities 

(3,075) 

(1,473) 

508 

Financing activities 

Additions to long-term debt 

739 

1,977 

— 

Reductions of long-term debt 

(2,180) 

(2,641) 

■ (85) 

Dividends paid 

(1,338) 

(1,348) 

(1,362) 

Repurchase of stock 

(1,046) 

(3,706) 

(3,483) 

Stock option exercises 

108 

221 

300 

Cash required for financing activities 

(3,717) 

(5,497) 

(4,630) 

Net increase / (decrease) in cash and cash equivalents 

131 

(1,534) 

1,836 

Cash and cash equivalents at beginning of period 

2,512 

4,046 

2,210 

Cash and cash equivalents at end of period 

$ 2,643 $ 

2,512 $ 

4,046 

Supplemental information 

Interest paid, net of capitalized interest 

$ 678 $ 

999 $ 

604 

Income taxes paid / (refunded) 

934 

1,514 

(127) 

Property and equipment acquired through Capital lease obligations^ 

173 

238 

126 
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Companies in this industry operate physical retail establishments that sell everyday items 
from many different departments, including clothing, cosmetics, footwear, and home furnishings. 
Sales are typically from registers within individual departments and main registers near an entrance 
or exit. Major department store companies include Target, JCPenney, Macy's, and Sears (all based in 
the US), as well as Hudson's Bay Co. (Canada), Debenhams and Marks & Spencer (UK), El Corte Ingles 
(Spain), Galeria Kaufhof (Germany), Galeries Lafayette (France), and Isetan Mitsukoshi (Japan) (DB 
Hoovers, n.d.). 

Competitive Landscape 

Technology and changing shopping preferences, particularly among younger consumers, are 
disrupting the retail and department store industries. The Fonatial Times anticipated Amazon 
overtaking Macy's as the biggest US seiler of apparel (a major category for department Stores) in 
2018. Department Stores also face competition from other digital retail platforms, such as YouTube, 
that offer transactional functionality direct from video. New digital marketplaces also offer a social 
component and sense of community desired by the next generation of consumers (DB Hoobers, n.d.). 
Products, Operations & Technology 

Major products sold include apparel (about 55% of US sales for the industry) and cosmetics, 
footwear and appliances (11%, 9%, and 5% of sales, respectively). Apparel includes women's, men's, 
and children's clothing. Cosmetics include makeup, skin care, hair care, and fragrances. Appliances 
include refrigerators, stoves, washers, dryers, and dishwashers. Companies may also sell kitchenware, 
bedding, towels, and sheets. Services may include gift wrapping, gift registries, delivery, appliance 
installation, and personal shopping (DB Hoovers, n.d.). 



Issues, Challenges, and Solutions 

The department store industry faces many new challenges in 2019. Despite a healthy 
consumer population with improved inventory control and investments to enhance customer 
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experience, department Stores will continue to face margin pressure following the sales drop-off seen 
in December 2018. But Instinet analysts led by Simeon Siegel continue to push against the notion that 
inventory levels are healthy enough to help department Stores demand full price. To bump sales up, 
many players in the department store and retail markets are trusting in customer loyalty strategies 
and store credit cards to boost operating income. This, however, carries some risk, according to a 
report by Moody's Investors Service, who identifies the increase of store credit card sales as an 
increase in liability for these companies (Howland, 2019). 


While Kohl's stock increased by 9.15% in the last 5 years. 
Target, Macy's, and JCPenney are seeing losses of 3.57%, 
11.47%, and 29.35% respectively. 


Another potential issue is the rapidly decreasing physical presence of many department store 
companies. So far this year, Kohl's has already announced four closures compared to J.C. Penney's 18 
closures. Moody's expects square footage within the retail sector to fail an additional 4% after a 13% 
decline last year, driven mostly by Sears' bankruptcy (Howland, 2019). This change is driven by a high- 
volume of online sales and consumer preference to smaller Stores. 

Industry players are catching on, and are improving their online presence and creating 
physical Stores with less square footage. This creates new challenges. Now Stores have to put more 
energy into strategizing what products they include in these smaller spaces. This has potential to 
create further competition, between companies and between Stores, by emphasizing different 
qualities, goods, and Services (Meyersohn, 2019). 

While Kohl's stock increased by 9.15% in the last 5 years, Target, Macy's, and JCPenny are 
seeing losses of 3.57%, 11.47%, and 29.35% respectively (US News Money, n.d.). So what is Kohl's 
doing right that other companies are doing wrong? Kohl's CEO attributes the sales growth and rising 
profitability to a focus on driving in traffic and operating with discipline (Butler-Young, 2019). It's 
recent partnerships with Planet Fitness, which will open gyms next to Kohl's Stores, Amazon, and Aidi, 
seem to be paying off, as Kohl's rising profit guidance indicates (Stern, 2018; Howland, 2019). Stores 
like JCPenney, which appear to be dying off, should follow in Kohl's footsteps and seek expansion 
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through various partnerships. Deloitte (2019) offers six strategies to help navigate the disruption. 

1) Loyalty: Emotional vs. transactional 

Retailers should look beyond tiered programs built around traditional loyalty and benefits— 
points, dollars off, gifts, mailers—that at best elicit "transactional" loyalty. In an industry shifting 
toward experience-based models, retailers should lookto make emotional connections, notjust 
transactional ones. With a genuine approach to driving consumer loyalty, retailers can optimize 
loyalty programs and make them even more valuable. Aligning the program with the values and the 
consumer conversation is imperative. Recently, loyalty programs have been expanding to focus on 
convenience (with home delivery or issue resolution) and experience (with exclusive events and 
limited-edition products). 

2) Digital startups and funding 

Digital startups are no longer playing in the shadow. They're addressing chronic issues faced 
by the retail industry through innovative offerings, personalization, authentic engagement, 
differentiated fulfillment, and more. And the amount of Capital flowing to retail tech startups is 
allowing these companies to realistically compete with established players. To help offset the early 
gains made by these startups, traditional retailers will have to push ahead, blurring the lines between 
business development and corporate strategy. To acquire the next big idea, they might have to seek 
out guidance from specialists or through a scouting approach. 

3) Emerging technologies 

Gone are the days when IT strategy was limited to architecture, modernization, and enterprise 
resource planning (ERP) systems. Investment options, technologies, and vendors number in the 
thousands, making it challenging to navigate and hone in on the next big thing. Ultimately, retailers 
should figure out how to scale these Solutions and embed them into their way of doing business. To 
leverage the true power of next-generation technologies, retailers should make some significant 
changes. They should be able to consistently mine the data they collect, transform their operations to 
deliver on the brand promise, and adapt to the future of work. 

4) Leadership lessons from China 

To build a competitive advantage, retailers should consider looking at global cross-industry 
trends and build capabilities that can shape consumer experiences. For example, in China, consumers 
and the retail market have skipped a generation of technology: Next-gen technologies in the United 
States are yesterday's technologies in China. Retailers should be looking at the leaders in China to 
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better understand the art of the possible in emergent areas such as online-to-offline, last-mile 
delivery, supply chain as a Service, social commerce, and the implications of advanced public and 
private infrastructure. 

5) Privacy by design 

For retailers, consumer data is a must-have. For years, the industry struggled with how to 
create and use data. Now companies are on the hook for what data they have and what it says about 
individuals. With regulation after regulation hitting the market, it's time retailers had their privacy 
compliance road maps in place. But compliance can also be a catalyst for reinventing personalization 
and having honest conversations with consumers. Integrity matters in creating loyalty, especially 
when it comes to dealing with personal identity. 

6) Supply chain as a differentiator 

The supply chain is quickly becoming a way for retailers to offer consumers a differentiated 
Service. But making the supply chain faster, more predictable, and cheaper is a difficult triad to 
manage simultaneously. As retailers buckle down and prepare for potentially challenging times 
ahead, supply chain improvements can be a significant growth driver. But rather than just investing in 
trends like automation smart packaging in reaction to competitors, retailers should think about 
accumulating long-term competitive advantages through wider supply chain strategies. 

Industry Assessment: SWOT and Porter's Five Forces 

The retail landscape for Target has grown highly competitive. Although Target is one of the 
best known retailers in the U.S. it faces a strong threat from competitors like Walmart, Costco, and 
Amazon. In an age of technology and customer Service, building and retaining a competitive 
advantage is difficult. To better gauge and analyze Target's competitive environment a Strength, 
Weakness, Opportunity, Threat (SWOT) Analysis and Porter's Five Forces, both industry staple 
frameworks will be discussed. 


20 


Strength, Weakness, Opportunity, Threats Analysis 



1« Strengths 

Customer Service Focus 
Branding 
Product Quality 
Internal Data Analytics 
Predictive Analytics 

Opportunities 

Digitization 
Artificial Intelligence 
Machine Learning 
Automation 
International Markets 


SWOT 


u. 


J* AV 


Weaknesses 




Employee Retention 
Customer Experience 
Management Chain 
Market Segmentation 


Threats 


A.4 


Customer Expectations 
Government Regulations 
Escalating Fulfillment Cost 
Increasing Competition 


Strengths 


Remaining customer focused is a priority because it is the customers who ultimately ensure 
the success of a company. Without a satisfied customer base, a company cannot remain relevant in 
the industry. 


Branding as a marketing technique to identify a company from its competition through the 
use of a Symbol, slogan, or name creates an impression on consumers while carrying its reputation by 
association. Branding can increase public perception, attract new customers, and increase business 
value. 


Product quality is as necessary to customer satisfaction as customer Service is. Customers will 
not return and will likely detail their experiences to others, damaging a company's reputation. 

Internal data analytics, including predictive analytics, can enhance customer experience and 
improve efficiencies by providing customers trends and predict future trends. Practices such as 
algorithmic retailing, which analyzes internal data, can provide a personalized customer experience. 

Weaknesses 

High employee turnover is expensive and potentially reputationally damaging. It can also 
damage morale. 

Customers have high expectations, failing to provide flexible customer experience can deter 
new customers and cause current customers to begin looking for these retail experiences elsewhere. 
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Supply management chain and operations are becoming increasingly complex as the retail 
industry continues to grow. Flaws in these systems threaten to destabilize operations and fail to 
meet customer demand. 

Failing to adequately access market segmentation and targeting these markets as applicable 
leaves untapped marketing potentials to increase revenues to certain demographics where products 
and/or Services are most in demand. 

Opportunities 

Digitalization offers unlimited potential for company's. Technology provides the ability to gain 
efficiencies, implement consistent practices throughout an organization and interconnect through 
internal and external digital platforms. 

Artificial intelligence/machine learning is still relatively in its infancy with relation to its 
implications to the retail industry however, Gartner reports in 2019 that it is one of the leading 
interest that companies are expecting to be the industry game changer. 

Automation can decrease production and fulfillment costs by reducing personnel costs and 
leveraging machines to improve efficiency. 

International Markets offer opportunities for new consumers and potentially different 
product lines. 

Threats 

Rapidly evolving customer expectations increase the need to provide updated Services and 
products to remain relevant to consumers. If customers do not remain engaged, or feel that a 
company has not evolved with the times, they will be drawn to retail experiences that provide this. 

Increased government regulations, labor laws, and contract restrictions must be carefully 
navigated to avoid expensive penalties and lawsuits. 

Escalating fulfillment costs cut into revenue and likely increase consumers costs as well 
threatening loss of customers. 

As always, other competition is a threat in the form of consistent competitors and emerging 
players. 
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Porter's Five Forces 




PortErs FivE 

ForcES 


Supplier 

Buyer 

Competitive 

Threat of 

Threat of 

Power 

Power 

Rivalry 

New Entry 

Substitution 

f 


@ 

Wo 

(O 

Bargaining power of 

Large range of 

Competitive rivalry i n 

Retail industry is 

There are various 

suppliers is low 

products and low 

the retail Industry is 

large and new entry 

retailers and e-re tali 

because of the size 

prices moderate 

strong due to the 

from big and small 

brands that sell the 

of Target. 

consumer bargaining 
strength. 

various players 
involved. 

brands are 
contlnuous. 

same products. 


Supplier Power 

The bargaining power of Target's suppliers is low mainly due to their size. Target's suppliers 
are not large enough to hold any major influence. In addition, the number of suppliers at Target's 
disposal is diverse and competitive. This ultimately reduces the pressure on Target to remain 
committed with suppliers as it may easily switch from one to the next. 

Buyer Power 

Target Stores are stocked with a diverse range of products to make shopping for consumers 
easy and convenient. Consumers on the other hand have several choices from both traditional brick 
and mortar retailers and online e-retailers to suffice their retail needs. Target is able to moderate the 
buying power from consumers by continuously offering low prices, a wide range of products, and a 
price match guarantee of select online and local competitors. Nevertheless, Target's marketing effort 
to emotionally connect with consumers and align their company with diverse organizations helps 
differentiate them from competitors. 

Competitive Rivalry 

The level of competitive rivalry in the retail industry is strong due to the number of large 
corporations in the industry. In addition, the smaller companies although not a direct threat to 
Target, have all the potential to attract consumers who would have normally visited one of the big 
box retailers for their needs. The main competitors of Target include Walmart, Costco, Amazon and 
Ebay. 
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Threats of New Entry 

The retail industry is a diverse environment with both small and large corporations. New 
entrants to the retail industry may position themselves to be a direct threat to Target. However, 
since Target is a well-established company with a solid reputation, new entrants must raise a sizeable 
investment in order to directly compete with Target. In addition, because of these seeded roots in 
the industry, small brands do not pose a major challenge for Target. 

Threat of Substitution 

The list of Target's competitors is quite extensive full of both small and large operations that 
offer similar products. In addition, the online retailers who may provide consumers with these similar 
Products outnumber the big-box retailers and provide consumers a varied table of product options. 
However, Target has continuously offered exclusive merchandise and has incorporated various 
private brands in their Stores to differentiate itself from competitors and limit the option of 
substitution. 


Ia ngets C urrent Everrts 




Target + Techstars goes global 


RETAIL ACCELERATOR 

Certified by Techstars® 


In December, we announced the fourth year of our Target 
+Techstars retail accelerator program with news that it's going 


global, in partnership with Germany-based METRO AG, one of the world's largest wholesalers and 
food specialists. In early 2019, a roundup of new retail startup founders from the U.S. and abroad kick 
off their program at our Minneapolis headquarters, working with mentors toward a Demo Day in 
August (Target Corporations, n.d.). 



2018 


Fashion Sense 


We continued our efforts to design for sustainability across our 


business. In December, we took our next step forward, joining dozens of leading brands and industry 
organizations in signing onto the Fashion Industry Charter for Climate Action. As a member, we make 
commitments to help mobilize the fashion industry to create Solutions to combat climate change, 
which also closely align with our own climate strategy and goals (Target Corporations, n.d.). 
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2018 

Making Holiday Magic 

Throughout the 2018 Holiday season, Target teams went 
above-and-beyond to make shopping easier for our guests so 
they can focus on what matters most—their family and friends. From offering the broadest range of 
fulfillment options in retail to serving up incredible, curated gifting options, owned-brand gems and 
game-changing toy experiences, we have every guest feeling like a holiday VIP (Target Corporations, 
n.d.). 



O 


2019 

Takingthe Lead 


As we continue into the next phase of our company's 
evolution, several leaders step into new roles to continue guiding 
our way. Stephanie Lundquist is named President of Food and Beverage, and Melissa Kremer takes 
over the role of Chief Human Resources Officer. Rick Gomez is named Chief Marketing and Digital 
Officer, and Katie Boylan becomes Chief Communications Officer. Mike McNamara, Target's Chief 
Information Officer, takes on leadership of the Enterprise Data Analytics and Business Intelligence 
team, in addition to Target's Technology Services. In March, Kelly Caruso takes over as CEO of Shipt, a 
wholly owned subsidiary of Target (Target Corporations, n.d.). 


Other Important Industry Events 

2019 

The Retail Al Syndicate 

According to Global Market Insights, investments in Al 
by retail segment will exceed USD 8 billion by 2024. As more 
applications for machine learning, predictive analytics and deep learning technologies are 
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experimented with success, digital disruption in retail segment is bound to happen at a much rapid 
pace. Globally, Al experts believe that the technology offers a wide range of applications for the retail 
segment. In the coming year, retail will see greater infusion of Al-based Solutions in day-to-day 
operations. Al will definitely change the customer Service cycle in retail and both retailers as well as 
the consumers are bound to benefit from the Al-Retail syndicate (Trivedi, 2019). 



2019 


Selling Experiences, not just Products 

By setting up special shops that only sell experiences, like 
Nordstrom and Sephora's new Stores that only provide styling, 
makeovers, and sampling Services, retailers can puli customers 


into delightful, memorable experiences that make much more of an emotional impact than buying a 
product. These experiences also make for a compelling story that consumers will always remember 
and be more than happy to share with one another (Chi, 2018). 
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Amszon ProfilE 



Amazon.com 
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Amazon.com, Inc., was founded in 1994, incorporated on May 28,1996, as an online book 
store. Financial growth quickly followed when Amazon.com reached 180,000 customer accounts just 
one full year and 1,000,000 accounts less than one year after that by October 1997. Revenue 
increased from $15.7 million in 1996 to $148 million in 1997 and $610 million in 1998. Amazon.com 
became a public company in May 1997 to sustain this initial growth. 

In 2003, Amazon Web Services is started to license its platform to other e-commerce sites, 
includingTarget.com. In 2005, Amazon Prime is announced, a loyalty membership program that 
includes two-day shipping an all orders. Amazon.com released the Kindle electronic reader in 2007 
which becomes a market leader and acquires Audible for $300 million in 2008. Other acquisitions 
and subsidiaries owned by Amazon.com include Kiva Systems, Twitch Interactive, and Whole Foods. 
Amazon.com's market cap reached $1 trillion on September 4, 2018. 


amazon 
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Amazdn'sTop Executives 



Jeffrey P. Bezos 

President, CEO, Chairman ofthe Board 

• Founded Amazon.com in 1994. 

• B.S. degree in Electrical Engineering from Princeton University in 1996 

• B.S. degree in Computer Science from Princeton University in 1996. 

Brian T. Olsavsky 

Chief Financial Officer 

• Senior Vice President and Chief Financial Officer - 06/2015-present 

• Vice President of Finance - 12/2011-06/2015 

• B.S. degree in Mechanical Engineering from Pennsylvania State University in 1985 

• M.S. degree in Industrial Administration from Carnegie Mellon University in 1989. 

Jeffrey M. Blackburn 
i Senior Vice President 

f * f; f 

\ • Audible, Inc. Director - 03/2008 - present 

• Senior Vice President of Business Development-April 2006-present 

• B.A. from Dartmouth College 

• M.B.A. from Stanford's Graduate School of Business. 


David A. Zapolsky 

Senior Vice President, General Counsel, Secretary 

Senior Vice President, General Counsel, Secretary of Amazon Inc - 09/2012 - present 
Assistant District Attorney in the Brooklyn District Attorney's Office in 1994. 

• Undergraduate degree in Music from Columbia University. 

• J.D. from the University of California, Berkeley. 
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Shelley L. Reynolds 

Vice President, Worldwide Controller, Principal Accounting Officer 

Vice President of Worldwide Controller - 04/2007-present 

• Principal Accounting Officer - 04/2007-present 

Vice President, Finance and Controller-02/2006-04/2007 

• Deloitte & Touche LLP, Partner -1998-2006 




Andrew R. Jassy 

Chief Executive Officer, Amazon Web Services 

Chief Executive Officer, Amazon Web Services- 1997-present 

• AB degree from Harvard University 

• MBA degree from Harvard Business School 



Jeffrey A. Wilke 

Chief Executive Officer, Worldwide Consumer 

Chief Executive Officer, Worldwide Consumer- 2016-present 

• M.B.A degree from MIT. 

• M.S. degree in Chemical Engineering from MIT. 
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CEO VtoDHiE 

Jeffrey P. Bezos founded Amazon.com in 1994 and has served as Chairman of the Board and 
President ofAmazon.com Inc. since its inception. He stepped down as President in June 1999 
however, was President again by October 2000 to present. He became Chief Executive Officer in May 
1996 and continues to serve in that capacity today. 

Mr. Bezos studied Computer Science and Electrical Engineering, graduating summa cum laude 
in 1986 from Princeton University in 1986. Prior to founding Amazon.com, he was employed as a 
hedge fund executive at several Wall Street firms including Fitel, Bankers Trust and the investment 
firm D.E. Shaw. He was an early investor in Google, Airbnb and Business Insider. In 2013, Bezos 
purchased The Washington Post and its parent company, including affiliated publications, for $250 
million. His estimated net worth is $115 billion. 
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Annual Financials forAmazon.com Inc. 

Q View Ratios 


Fiscal year is January-December. AII values USD millions. 

2014 

2015 

2016 

2017 

2018 

5-yeartrend 

B Sales/Revenue 

3S.99B 

107.01 B | 

135.99B 

177.S7B 

232.S9B | 

■llll 

S a les Girowth 

- 

20.25% 

27.03% 

30.30% 

30.93% 

■III 

Q Cost of Goods Sold (COGS) inci. D&A 

62.75B 

71.65B 

33.27B 

11193B 

139.16B 

■uli 

COGS excluding D&A 

59.53B 

66B 

32.21 B 

102.74B 

126.54B 

■uli 

Depreciation & Amortization Expense 

3.22B 

5.65B 

6.05 B 

9.2B 

12.61B 

■■■ll 

Depreciation 

3.04B 

5.38B 

5.77B 

3.33B 

12.14B 

■■■ll 

Arnortization of 1 n tangibles 

1S1M 

270 M 

237 M 

366 M 

475M 

■llll 

COGS Grawth 

- 

14.13% 

23.19% 

26.32% 

24.32% 

■III 

B Giross Income 

26.24B 

35.36 B 

47.72B 

65.93B 

93.73 B | 

-■lll 

Gross Income Growth 

- 

34.76% 

34.93% 

33.16% 

42.16% 

llll 

Gross Profit Margin 

- 

~| 

- 

- 

40.25% | 
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amazdn'ssuccess 



"Our focus is on customer obsession rather than 
competitor obsession, eagerness to invent and pioneer, 
willingness to fail, the patience to think long-term, and the 
taking of professional pride in operational excellence." 

-Jeff Bezos 


Customer focus is the primary driver at Amazon and providing consumers with a personal 
shopping experience has revolutionized how we purchase even everyday items. Amazon is also 
willing to embrace failure in experimenting with new ideas and technologies at a rate most 
competitors are not, providing new avenues for customers that others may be fearful to explore. An 
example of a failed Amazon project is the Fire Phone, which was plagued was deemed a failure 
merely two months after launch. 

Amazon's is also the leading online retailer in the United States with near $232 billion in 2018 
net sales. This is largely due to Amazon having commercial shares in a wide of categories ranging 
from electronics to groceries, automotive and industrial supplies to home and garden tools making 


Amazon a competitor in most industries. 

U.S. Amazon retail e-commerce sales share 2016-2019, by 
productcategory (in %) 
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CHALLENGESANDISSUES 

Antitrust and Government Interference 
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Shortly after the announcement of Amazon's acquisition of Whole Foods in 2017, 
critics were skeptical as to what this would mean for the retail behemoth. Under illegal 
monopolization of the current antitrust law, Amazon's position of a powerful buyer could potentially 
force suppliers to sell at sub-competitive rates. Presidential candidates Elizabeth Warren and Bernie 
both announced intentions to question the merger and acquisition policy of the US. Antitrust 
authority in Italy announced an investigation into 5 European Amazon companies for abuse of 
dominant market position. 


"While millions of people today are paying actually more in 
taxes than they anticipated, Amazon...pay[s] nothing in 
federal taxes. I think that's a disgrace," 

-Bernie Sanders 


Poor Employee Treatment 

In 2015, The New York Times published an article detailing employee experiences working at 
Amazon, all of which were negative. Its high-pressure business model places customers at the 
expense of employees emotional well-being. 


"Nearly every person I worked with, I saw cry at their desk." 
-Bo Olson, worked in books marketing 


CURRENTEVENT5 
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Amazon to Open 2nd Headquarters in Northern Virginia 

Amazon is opening a 4.1 million square foot 2nd Headquarters 
in Crystal City, VA by 2020. that is expected to increase 
employment by up to 50,000. Jeff Bezos details that the 2nd 
location will be equal to the Seattle headquarters and is not 
merely a satellite Office. 




3,000 Satellites for Broadband Internet 

In 2019, Amazon confirmed Project Kuiper, an 
initiative to launch 3,236 satellite in low Earth orbit to 
provide broadband internet Service. Speculated to costs 
billions, Amazon has not released a timeline or 
estimated project amount. 


Amazon Employees Demand Stance on Climate Change 

More than 3,500 signatures were received for an open letter to Amazon CEO and founder, Jeff Bezos. 
Citing Amazon's "resources and scale" to address the crisis, Amazon's work for oil and gas companies, 
and requesting a "complete transition award from fossil fuels". 
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